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BELGIAN KEY ECONOMIC INDICATORS 1 
Money Value in Millions of United States Dollars 


ITEM 
INCOME, PRODUCTION, EMPLOYMENT 1980 


PERCENT 
CHANGE 
1980/81 


PERCENT 
CHANGE 
1981 /82 


1981 


PROJECTION 
1982 


GNP at Current Prices 

GNP at 1975 Prices 

Per Capita GNP at 
Current Prices 


Industrial Production Index 


(1975=100) 
Average Hourly Wage 

(1975 = 100) 
Average Unemployment Rate 


MONEY AND PRICES 


Money Supply (M1) 

Public Debt 

National Bank Weighted 
Average Lending Rate (%) 

Wholesale Price Index 
(1975=100) 

Consumer Price Index 

(1974/75 = 100) 

BF/$ Exchange Rate 


Index 


69,300 
53,060 


7,028 
115 


153 
9.0 


71,980 
52,320 


7,258 


142 


168 
10.4 


77,520 
52,580 


7,840 


118 


479 
"2 


* 19,280 
59,680 


* 14.9 
142 


165 
50 


7 
0 


26 
5 


BALANCE OF TRADE/PAYMENTS 


Exports, FOB, of which: 
Exports to US 
Exports to EC 
Imports, CIF, of which: 
Imports from US 
Imports from EC 
Terms of Trade (1975=100) 
Trade Balance 
Current Account Balance 


37,720 
1,268 
26,960 
42,000 
3,220 
26,460 
95.6 
-4,280 
-3,000 


41,220 
1,680 
28, 400 
45,940 
3,240 
28,000 
91.2 
-4,720 
-3,940 


46,200 
*920 
*16,650 
50,000 
*1,950 
*15,848 
91.1 
-3,800 
-3,850 


1) Figures have been constructed from various Belgian sources and con- 
verted into dollars using a representative late 1982 exchange rate of 

$1 = BF50. The resulting dollar figures differ significantly from previous 
reports because of the continued strengthening of the US dollar against the 
Belgian franc. Projections for 1982 are based on currently available data. 
2) Main exports to the United States, 1982 (January-July) (millions of 
dollars): natural pearls, gems & jewelry (415), chemical products (145), 
iron, steel and metals (138), electrical products (115), products related 
to transportation (52), textiles (32), and mineral products (31). 

* January to June 1982 data. 





SUMMARY 


Belgium seems headed into a critical period. The economic recovery program 
begun in 1982 by the center-right coalition government must be continued, 
and indeed strengthened. Otherwise, sustainable progress cannot be main- 
tained toward righting a series of economic disequilibria that became acute 
by the end of 1981. 


So far, results are mixed. Following the February devaluation, the trade 
balance has improved faster than many expected, but thanks more to dimi- 
nished imports than an upsurge in selling abroad. As a result, the trend 
toward equilibrium in the foreign sector has not had the desired effect of 
slowing the disequilibrium in the labor market, where unemployment con- 
tinues to rise. The rate of investment has improved with the fall in the 
percentage of GNP devoted to consumption, but tangible signs of export- 
oriented growth will be necessary to continue the trend. 


The expansion of the ranks of the unemployed, officially to 11.1 percent, 
and high interest charges payable on the growing total of official foreign 
debt have derailed the earlier projections for the 1982 current budget 
deficit. Hopes for a diminuation of total outstanding debt as a proportion 
of GNP have been dashed, with estimates of the total borrowing requirement 
this year above 14 percent. As a result, foreign debt continues to accumu- 
late at the same high rate of growth as during 1981. Inflation, too, has 
been rising quickly as the end of the year approaches - headed for a 1982 
figure of nearly 12 percent. 


Business profitability is improving after net negative results for 1981. 
Nonetheless, business failures continue at a disturbing rate and the now 
abnormally high interest rates, maintained to discourage increased pressure 
against the Belgian franc, add to the difficult task of encouraging invest- 
ment in a climate of falling internal consumption and pessimism about a 
1982 general economic recovery in Europe. 


Thus, 1982 will see little, if any, real growth in GNP. A significantly 
brighter picture for 1983 will only emerge if it is induced by a stronger 
European recovery than is now generally predicted. 


TO SET THE STAGE 


The 1980-81 recession, coming on the heels of years of deteriorating 
economic performance, shook Belgium to the core. Unemployment mounted, and 
government revenues fell drastically at the time of increased 
"countercyclical" expenses; thus, foreign borrowing, which was first intro- 
duced as an aberration in 1979, exploded, as the country struggled to main- 
tain its accustomed standard of living. Every sector suffered, except the 
consumers who forged ahead at the expense of industrial competitiveness and 
profits. Government deficits mounted and the national debt shot up from 50 
percent to 70 percent of GNP. The foreign exchange portion of the debt 
rose from 2 percent to 12 percent of GNP during that period. In this con- 
text, a center-right coalition government headed by Prime Minister Martens 





took office in December 1981 with the pledge to tackle the economic 
problems broadside. By February 1982, the government had structured its 
economic recovery programs, led by a surprise 8} percent devaluation of the 
BF within the European Monetary System. The government severed the link 
between inflation and wages, reduced the burden of corporate income taxa- 
tion and instituted incentives for risk capital investment in an effort to 
restore corporate profitability after a disastrous year in 1981 which saw 
the net industrial profit margin, even excluding the depressed steel 
industry, become negative. Prices were frozen for a month, followed by 
selective price freezes until December 31, 1982. In addition, significant 
steps were taken to reduce the growth of government expenditures to a level 
below the level of anticipated growth of government revenues. The price 
freeze was designed to allow the devaluation to boost trade and corporate 
profitability, rather than be dissipated through inflation. Combined with 
the corporate tax cuts and other incentives, the price freeze was designed 
to encourage investment and, ultimately, the creation of new employment. 
Meanwhile, the decoupling of wages from inflation would lower real personal 
income, depress consumption including imports, and begin to effect a 
redistribution of national income from the households to the production 
sector. The program is widely applauded in Belgium as a major step in the 
right direction; but the war against economic decline is far from won. 


EARLY RETURNS ON TEE ECONOMIC RECOVERY PROGRAM 


GOOD NEWS... 

It is time to wait, to watch and to hope. Basically, it is too early to 
tell whether Prime Minister Martens' economic recovery program will mark 
the watershed toward economic health that everyone awaits or dissipate 
through compromises and impatience into just another good effort. One 
thing that is certain is that the Belgian economy is not yet out of the 
woods; it, indeed, has a long uphill trek under the best of circumstances. 
There are encouraging signs, uncertainties, and the inevitable distasteful 
outgrowths of internal austerity and purposeful deflation. Moreover, as 
the people of a small, but highly industrialized, country which must export 
more than half of its gross national product to remain viable, the Belgians 
are holding their collective breath waiting for news of economic recovery 
in the industrialized west. 


In fulfillment of the plans and expectations of the government, real per- 
sonal income is falling for the second year in succession, the first such 
sustained reduction since during World War II. The projected 3-4 percent 
fall in real disposable income this year is designed to weaken internal 
consumption, at the same time that it improves the position of industry 
both through enhanced profits to permit new investment and through cost 
containment to restore competitiveness of local products both in the inter- 
nal market and abroad. Consumption will fall less than real disposable 
income, but the inexplicable penchant of the Belgians to out-save even the 
other frugal Europeans is continuing. A modest 1-2 percent slowdown in 
savings, to about 15 percent of disposable income, is offsetting a portion 
of the real income loss to keep consumption stronger than it would other- 
wise have been. 





For government planners, that piece of good news on internal consumption 

is matched by marginally positive assessments for some pick up in exports 
and improvement in the balance of payments. The effect on export growth of 
the February devaluation of 84} percent and what is widely billed as a 
return to industrial competitiveness is not yet evident. The value in 
Belgian francs (BF) of exports is up, but longer range results, including 
export volume figures, will provide a more reliable indicator of export 
trends. The devaluation, in conjunction with falling real incomes, seems 
to be keeping growth of imports lower than that of exports. Thus 1982 will 
see a narrowing of the deficit in the current account balance. The other 
side of the devaluation is, of course, the increased cost in Belgian francs 
of petroleum purchases and the more significant burden attendant on the 
servicing of foreign borrowings. Thus, the devaluation ledger is checkered 
at best. 


GNP may fare better in 1982 than its rather dismal 1981 performance; there 
is hope that positive growth will be recorded -- but only by a wisp: cer- 
tainly less than 1 percent. In this extraordinarily open economy, much is 
beyond Belgian control. The state of the markets of Germany and France are 
particularly significant, but also the Netherlands, the United Kingdom and 
the United States are important purchasers of Belgian products. This 
inter-relationship is accentuated by the very premises of the recovery 
program: stimulation of industry and deflation in the internal market com- 
bined with contraction of the government sector. Recovery must come 
through the export sector. The slower-than-anticipated recovery abroad is 
already making its mark. The respected Kredietbank cyclical indicator has 
been falling since June. Also, the 1983 budget, about to be officially 
debated, is already out of date, since its assumption of a 1.3 percent real 
growth in GNP during the year was predicated on the increasingly elusive 
upturn in the German economy, which traditionally takes more than 20 per- 
cent of Belgian exports. The ramifications are legion. 


eeeAND SOME DISAPPOINTMENTS 

While the recovery program appears to be precipitating the desired drop in 
real incomes and some correction in the current account, unemployment, 
inflation and the rate of foreign borrowing have outpaced the government's 
expectations. Unemployment remains the hard nut. Various social programs 
ameliorate its effect, but do not thwart its inexorable climb. Belgium 
again leads Europe, with little hope for short-term improvement. Over the 
longer term, increased competitiveness of industry and hence profits 
available for investment should create new jobs. In addition, lower rela- 
tive wages and the weaker franc will attract new foreign investment, after 
years of significant decline due, inter alia, to extraordinarily high rela- 
tive wage levels. 


On the other hand, high inflation, the twin villain in many western 
industrialized economics, is new to Belgians. Within limits, it is part of 
the government's plan for reducing real wages, thus limiting imports and 
internal consumption. Nonetheless, recent months have seen sharper rises 
in the consumer price index than had been anticipated; a 12 percent or 
higher increase from December 1981 to December 1982 now appears likely. 





Another area of disappointment for the government is its apparent inability 
to reduce Belgium's dependency on foreign borrowings during 1982. The ori- 
ginal government estimate of a 1982 budget deficit of 11.4 percent of pro- 
jected GNP was already surpassed by the end of August; it now seems clear 
that the deficit will be around 14 percent of GNP. The borrowing needed to 
finance that deficit, to date, has come 56 percent from foreign sources, 
continuing the same high rate of acceleration of total foreign debt in 1982 
vis-a-vis 1981 that was experienced between 1980 and 1981. 


A sense of crisis drawing all parties together, in common purpose, tacitly 
or overtly, permitted the introduction last February of the economic reco- 
very program through specially granted governmental powers. These powers 
will expire December 31; whether Prime Minister Martens will seek to renew 
them or not, the political going is bound to be tougher after that time. 
The first harbinger of trouble was the 24-hour rail strike at the end of 
September. Early November saw a three-day transit strike in Brussels and 
much of the country. Other worker protests can be expected in this highly 
unionized country. Nonetheless, the willingness to sacrifice and rally 
around the government's plan still seems strong. How long the political 
calm will endure in an environment of slower-than-promised progress may be 
the most difficult and important question. 


REGIONALISM 


The one inescapable and immutable fact of Belgian life is that every issue 
is in some way colored by the ethno-linguistic, regional, and now legal, 
division of the country. Long underdeveloped Flanders to the north has now 
surpassed industrially obsolescent Wallonia as the center of production and 
prosperity. In fact, Wallonia has been declared a development area in the 
EEC context. This designation entitles Belgium to accord certain subsidies 
and business incentives there which would otherwise be prohibited by the 
EEC as non-tariff barriers to intra-EEC trade. However, the political exi- 
gencies within the country make difficult special public favor or con- 
centration of attention on one region, even as a counterweight to the 
apparent private discrimination in favor of Flanders. For example, in 
1981, 57 percent of the foreign investment in Belgium went into Flanders 
while only 2.5 percent went to Wallonia (the remainder going to the 
Brussels area). Nor is this a new trend; in the previous five years only 
21.8 percent of foreign investment went to Wallonia, less than half of that 
pumped into Flanders. Several statistics tell the story. Flanders, with 
57 percent of the active population of the country,was responsible for 70 
percent of the Belgian exports in 1977. During the period 1974-81, while 
industrial production was growing at a modest annual rate of 1.1 percent in 
Flanders, it was shrinking by 1.3 percent in Wallonia. As a result, the 
1981 unemployment figures show about a 20 percent higher rate in Wallonia 
than in Flanders. These economic facts of life, based to a large extent on 
historical and geographic factors, exacerbate the linguistic resentments 
and augment the political problems inherent in formulating a national 
industrial restructuring plan for the economy. Equally important, labor 
mobility is severely hampered by the adjustment difficulties and preclusive 
psychological barriers to crossing the linguistic boundaries. 





THE PRODUCTIVE SECTOR 


The most difficult challenge for Belgium is to put the country back to 
work. The Belgium economy in the early 70's simply quit expanding to 
absorb the growth of the work force. It is often stated, and accurately 
so, that a significant element of the unemployment problem has been related 
to the entry of large numbers of women into the work force in the seven- 
ties. But, the fact remains that during the period 1970-81 only a net 
total of 1,000 new jobs were created within the economy. Thus, the net 
effect of the entry of women en masse into the work force was that they 
replaced men at the work place. During that period, the number of employed 
women increased by 143,000, while the number of employed men decreased by 
142,000. 


This modification in the sexual composition of the work force tracks with 
the realignment of the economy from manufacturing to service; industry's 
share of total output fell 5} percentage points over the period, while the 
government and private service sector's share was increasing 7 percentage 
points and creating 417,000 jobs. 


Official unemployment statistics now show 459,000 persons unemployed, or 
11.1 percent of the total active population of the country. However, these 
figures under-represent the extent of the problem; unemployment is con- 
tained in various ways. Government work projects, early retirement sche- 
mes, and part-time employment all mask real unemployment. Estimates are 
that some 770,000 persons who should be actively engaged in full-time pro- 
ductive activity are not, a waste of nearly 20 percent of the potential 
productive labor of the society. Nor are there any miracle drugs on the 
horizon. Demographic changes in the 1985-90 period, which will slow the 
growth of the working-age population, are expected to help solve the 
problem. However, new investment must contribute its share of new jobs. 
The facet of the government's program designed to stimulate new investment 
seems now to be working; investment shows solid growth at least in com- 
parison with the bad performance in 1981. Total investment in both 
industrial and non-industrial enterprises, according to value-added tax 
declarations, increased 20.4 percent during April and May over the same 
period in 1981. The biggest gains were registered in the metal-working 
industries, with significant increases also in chemicals and textiles. 
However, the building industry continued its decline with 1982 first 
quarter investment off 19.1 percent from the first quarter 1981. 


Bankruptcies continue at a disturbing level. Through August 1982, 2,677 
bankruptcies have been reported, 5 percent more than the same period in 
1981. In this area also, the regional problem is manifest; the number of 
business failures in Wallonia is running at 10 percent over last year, 
while the Brussels region has seen a drop of 1.8 percent during 1982. 


One of the specific objectives of the government's recovery program was to 
stimulate investment in risk capital. Preliminary indications are that 
confidence in the future of the Belgian economy is returning as reflected 
in sharp increases in risk capital investment. According to banking 





sources, such investments in the first four months of 1982 totalled more 
than 11 billion BF - many times the entire 1981 investment - a bright spot 
for future employment and economic growth. 


PUBLIC FINANCE 


Current indications are that the government's recovery program will not 
show positive results in the area of public finance during 1982. Earlier 
predictions that revenues would grow faster than expenses, thus narrowing 
the deficit to be financed by internal and external borrowing, seem now to 
have been too optimistic. Belgium's budget, which is revised from time to 
time to reflect the facts, has recently been altered to accommodate the 
reality of unanticipated expenses, with the result that the new estimate of 
1982 budget deficit is 5 percent higher than previous estimates. 

Partially, responsibility for the failure to* meet government targets lies 
with the weakening BF (which has lost another 20 percent of its value vis- 
a-vis the US dollar in the past 6 months), since the government must allo- 
cate higher and higher amounts of BF's to meet fixed foreign currency debt 
service payments. Also, as unemployment continues to climb to unan- 
ticipated levels, additional funds have been allocated to meet unemployment 
compensation payments. As a result, the government now expects the 1982 
deficit to reach 13 percent of GNP, substantially in excess of its target 
level of 11.4 percent. Earlier in the summer, Finance Minister De Clercq 
had pronounced the government's determination to lessen progressively 
Belgium's current dependence on foreign borrowing, with the goal of discon- 
tinuing such borrowing by 1985. However, based on the revised estimates 
for 1982 and preliminary 1983 budget data, which point to a growing deficit 
of 14.7 percent of GNP based on the now seemingly optimistic prognoses of 
1.3 percent real GNP growth, foreign borrowing will be an integral part of 
the Belgian financial reality for the foreseeable future. 


1983 ..- 


The economic questions for the year to come are, to a large degree, hostage 
to the revival of politics which is sure to come. With the end of the year 
comes the end of the special economic powers of the Martens Government, 
which have substantially removed basic economic decisions from the politi- 
cal arena. Also at that time, the current policy on wage indexation and 
price movements must be replaced, modified or extended. The government's 
intentions on these issues have not yet come fully to light, nor are all 
the political pressures clear. The country remains highly and strongly 
unionized, and those bearing the brunt of current government policy in the 
short-term are the wage earners, who were sheltered from economic hardship 
for so long, but now find real disposable income falling. With the added 
prospects of continued increases in unemployment through 1983, even under 
the optimistic forecasts for the year's economic activity, pressures are 
sure to mount for modifications, if not changes, in policy direction. On 
the other hand, the government's (now clearly unattainable) objective of 
keeping the overall 1983 deficit within the range of 10.5 percent of GNP, 





in accordance with EEC recommendations, creates inexorable pressures to 
reduce social benefits, including the generous unemployment compensation 
program, or to raise the level of contributions to the social security 
system. 


Concerning overall economic activity, 1983 will see a strengthening of the 
economy, with more than a 1 percent real growth in GNP if the long heralded 
recovery in Belgium's main industrial trading partners materializes. But 
failing a rapid and strong recovery generally, and a concommitant healthy 
increase in world trade, Belgium would expect another year similar to 1982: 
marginal GNP growth at best and some, but not much, improvement in the 
current account. Particularly under these circumstances, the political 
element could take on enormous significance. A return to wage indexing in 
1983, or a major concession in that direction out of perceived political 
necessity, would fuel inflation through increased buying power even perhaps 
up again to the 12 percent level now anticipated for 1982. In addition to 
hurting corporate profitability and competitiveness, such inflation would 
likely revive pressure for a further devaluation. (particularly since it is 
well known that the Belgian government initially sought authorization 
within the European Monetary System for a 3} percent larger devaluation 
than it was authorized). 


On the other hand, should the government be able to maintain a substantial 
break between wages and inflation (through a compromise solution less 
favorable to the workers than the unions are demanding), industrial profi- 
tability should return in 1983, and Belgian industry will be in a substan- 
tially improved position for taking advantage of new growth of European 
trade when conditions in Europe will allow it. In many ways the next 

12 months can be a pivotal time for Belgium. 


eee AND THEREAFTER 


Given a reasonably positive prognosis for world economic and trade growth 
over the next decade, Belgium should make unexciting, but steady progress. 
However, resistent high levels of unemployment will haunt the economy 
through most of the decade, until labor-force growth levels off toward the 
end of the 80's. The very nature of the economy and the lack of the option 
to shield it from intra-EEC trade will make systematic industrial restruc- 
turing essential for viability. In that regard, government efforts, 
through subsidies, to keep uncompetitive industries in production will be 
contained by force of fiscal circumstances. 


Inflation rates, on the other hand, should drop back to the high side of 
German levels as the BF over time should again establish a stable rela- 
tionship with the currency of its major trading partner. 


The government will be required constantly to walk the fine line between 
politically acceptable levels of growth in real income and a wage-cost 
structure consistent with maintenance of industrial competitiveness in the 
internal and external markets. In that connection, the percentage of GNP 





dedicated to consumption must be reduced significantly over the next few 
years until it again approaches the level of a decade ago. Should the 
government be able to accomplish this formidable task, however, steady 
growth rates in the 2-3 percent range should return by the mid-eighties. 


IMPLICATIONS FOR THE UNITED STATES 


Notwithstanding the dollar's record strength, US exports to Belgium have 
held their own and the United States continues to enjoy a healthy trade 
surplus in the Belgian market. However, the apparently large increase in 
value of U.S. exports to Belgium of 13.2 percent in the first six months of 
1982 (table of Belgian Key Economic Indicators) is misleading, as it was 
calculated on the basis of Belgian franc prices. The decline in value of 
the BF vis-a-vis the dollar during that period accounts for much of the 
increase. On the other hand, the hefty 22.1 percent nominal increase in 
BF-denominated exports to the United States during that period reflects 
real growth as a result of the cheaper U.S. dollar prices for the goods 
offered for sale as well as increased prices due generally to inflation. 


On the investment side, the U.S. industrial presence in Belgium remains 
strong and influential but does not command the overwhelming position it 
once did. Foreign investment which flocked to Belgium during the 60's 
because of the central location of the country, its open commercial tradi- 
tion and the high skill level and productivity of its workers, became 
discouraged in the 70's by soaring wage rates and burdensome corporate 
taxes. In 1982 only 556 foreign or mixed-investment projects were ini- 
tiated, creating 524 new jobs, the lowest number since 1959. Of the $172 
million of foreign investment in 1981, only 11.4 percent was from the 
United States, as compared with the U.S. share of 65 percent of total value 
of foreign investment during the 1960's. 


The Belgian government recognizes the important role foreign investment has 
Played in the Belgian economy. For example, in the period 1976-1980, 

34 percent of the total new investment in Belgium was from foreign sources. 
Accordingly, the government is encouraging outside investment both overtly 
and through the structure of its general economic recovery program. 


Of particular significance to the American firms thinking of investment 
abroad is the transformation which occurred in relative wage rates from 
1980-82. Because of the government policy of lower real incomes and the 
upward movement of the dollar against the BF, Belgium, which had the 
highest average wage cost of all western industrialized countries in 1980, 
by 1982 has lower wage costs than Germany, the Netherlands, Sweden, and the 
United States. In fact, according to the Kredietbank calculations, using 
an index of 100 for wage cost in Belgium for both years, the relative wage 
cost in the United States rose from 74.7 in 1980 to 115.5 in 1982. Asa 
consequence, Belgium has regained much of the attraction that it formerly 
held as a hospitable and attractive site for U.S. investment. 


There are a number of attractive trade opportunities in Belgium at this 
time. The United States maintains its position in Belgium as the strongest 





foreign supplier country for computers and peripheral equipment. In 1981, 
the Belgian market for this equipment continued to expand at a 20 percent 


rate despite a sluggish economy; sales are expected to climb further 

even though the overall economic outlook is uncertain. An annual real 
growth rate for computers and peripherals is likely to be around 5 percent; 
this growth would mean that the United States could increase its exports 
from $123 million in 1982 to $155 million in 1985. U.S. exports will con- 
tinue to benefit from Belgium's high-cost labor and the absence of a 
domestically owned computer manufacturing industry. The Belgian computer 
market is very competitive and is open to suppliers from all over the 
world. And the headquarters of the EC and NATO make this market all the 
more attractive since these two important organizations contribute signifi- 
cantly to the strong Belgian demand for computers and peripheral equipment. 
The market size will also be determined by such factors as the need to save 
on labor costs, a rapidly widening data communications network, and 
advanced computerization in the banking, insurance, government and educa- 
tion sectors. The best prospects are in minicomputers, microcomputers and 
personal computers which are ideal in a country made up mostly of small and 
medium-sized companies. These markets are expected to double by 1985. 
Peripherals are another good growth area. 


The current software "explosion" offers excellent export opportunities for 
computer software products and services aimed at the emerging market for 
mini and/or microcomputer equipment. The Belgian market for minicomputers 
and related software is expected to double between the years 1980 and 1985, 
particularly in the field of small business computers used in offices, 
laboratories, medicine, law, architecture, engineering and hotel and 
tourist operations. Robotics and process-control automation, relatively 
new fields, also shows promise for software applications. Thus, diskettes 
and all forms of appropriate software offer the best prospects in Belgium 
within this category. 


The Belgian market for business equipment and systems continued to expand 
in 1981 at a 19 percent annual rate; estimates for 1982 do not indicate any 
significant change. Although the U.S. share of the market dropped from 19 
percent in 1980 to about 11 percent in 1981, this drop can, in part, be 
explained by the rise in the value of the U.S. dollar, by keen competition, 
and by the fact that U.S. suppliers to the Belgian market have manufac- 
turing bases in EC countries. Belgium is a small but open market which is 
receptive to new technology trends; to judge by the many business-equipment 
firms located there, it is well developed in this field. The overall 
prospects are still healthy because of an economy based on many small 
enterprises constantly in need of improving the efficiency of their inter- 
nal operations in order to offset the high levels of wages and social 
welfare benefits in Belgium. The market is expected to grow at an annual 
rate of 19 percent from $177 million in 1982 to about $268 million in 1985. 
Imports from the United States are expected to increase from $18 million 
in 1982 to $23 million in 1985. The best prospects are multiplexers; pro- 
tocol converters used for establishing fast data networks (explosive growth 
is expected in this area); micrographic equipment used for electronic data 
storage; office copiers, especially small models; point-of-sale terminals 





and electronic cash registers; and word-processing systems, particularly 
models with modular flexibility and upgrading capacity. 


Medical equipment purchases depend heavily on government funding. Recent 
restrictive measures taken by both the Belgian Ministry of Public Health 
and the Ministry of Social Security will have a serious impact on the medi- 
cal equipment sector. It is expected that the annual growth rate will 
increase by only 2 to 3 percent from 1982 to 1985. The total market size 
of medical equipment and apparatus in Belgium is estimated at $155 million 
for 1981 and is expected to increase to $175 million by 1985. U.S. exports 
of medical equipment to Belgium in 1982 will probably amount to $33.5 
million and are projected to hit only $35 million in 1985. The market 
share of the United States in 1981 was 13 percent as compared with those of 
its three main competitors (West Germany 28 percent, The Netherlands 16 
percent, France 12 percent). Imports of medical equipment generally exceed 
domestic consumption and a large amount is re-exported. U.S. suppliers are 
performing well in areas of sophisticated equipment and, especially, in 
high-technology areas. While import duties on medical equipment origi- 
nating from non-EC countries vary from 5 to 13 percent, this barrier was, 
until recently, compensated for by a strong Belgian franc. However, the 
currently strong dollar has changed the picture; and competition will 
remain active for ultra-sophisticated healthcare and medical equipment of 
high quality, as well as for advanced research equipment. Although expan- 
sion in the medical field will greatly depend upon Belgian government deci- 
sions, best sales prospects can be expected in the following areas: 
cardiology equipment (pacemakers, computer systems for EKG, catheters); 
nuclear medicine and ultrasonic equipment (ultrasonic scanners, body scan- 
ners, computerized tomographic equipment); renal equipment (dialysis 
systems and disposable dialyzers); and pulmonary apparatus (diagnostic lung 
perfusion equipment). 


Concerning medical equipment, it is important to note that penetration of 
the Belgian market requires an after-sales service network, either through 
a locally established subsidiary or a local agent and/or distributor. 


Several factors will determine the outlook for the Belgian coal market: 

the price-competitiveness of coal versus oil, the value of the U.S. dollar 
against the Belgian franc, and the rate at which the Belgian economy will 
grow. The growth market for imported coal has been for electricity 
generation; this sector should complete its program of conversion away from 
oil by 1982-83. Coal imports from the United States in 1981 fell about 15 
percent from 4.1 million tons to 3.5 million tons, mostly because the 
demand for coking coal declined sharply due to the recession in the steel 
industry. Still, in volume terms, the United States supplied 32 percent of 
Belgian coal imports. Imports from the U.S.A. in 1982 are expected to stay 
at about the same volume. 


The Belgian electronic components market depends heavily on imports for its 
requirements for electronically controlled machinery and consumer-products 
manufacturers. In most sectors the U.S. products have to compete with 
European components or cheap Japanese bulk products. The United States has 





12 percent of Belgian imports in this field; this percentage should grow as 
advanced U.S. technology strengthens the American position in the market. 
Imports in real terms will also increase during the period 1983-84 as the 
Belgian economy improves. Best prospects in this market are for capaci- 
tors, transformers, coils, rectifiers (including solenium discs and 
plates), ferromagnetic cores, tuners, switches and connectors, resistors 
(fixed and variable), oscillators (including crystal-controlled hybrid data 
oscillators), printed circuits, solid-state devices (transistors, 
thyristors, diodes) and appropriate parts. 


U.S. exports to Belgium of textiles in 1982 have dropped dramatically -- 
down 27 percent over 1981 -- after a spectacular rise of 32 percent from 
1979 to 1980. This resulted from an appreciation of the dollar of 27.5 
percent during 1981 and from attenuation of certain cost advantages, such 
as energy, for American manufacturers. Synthetic yarns and fabric are 
still subject to EC import restrictions. However, Belgium is the major 
U.S. market for U.S. non-woven fabrics and offers very good possibilities 
also for specialty fabrics for the clothing and furnishing industries. 
Greater exchange-rate stability and an upturn in the domestic economic 
situation, expected in 1983-84, should improve the position of U.S. textile 
exports. Best sales prospects are yarns, especially synthetic fibers and 
specialty cotton yarns, coated fabrics for industrial use, non-woven 
fabrics, and synthetic textiles particularly for upholstery. In the 
related field of apparel, imports from the U.S. dropped by 75 percent from 
$10.8 million to $2.6 million during the period®1980-81. This came in the 
sector of denim and corduroy products, mainly jeans, and reflects the 
dollar/Belgian franc exchange rate. However, imports of ladies' lingerie, 
suede clothing, and headwear remained either stable or increased margi- 
nally. Although imports from the U.S. dropped sharply in 1981 and total 
U.S. apparel exports to Belgium were only $2.6 million, there is a defi- 
nite interest in American clothing products here. With further effort on 
the part of American manufacturers, an improved domestic consumer market, 
and a stabilization of exchange rates, there should be steady growth of 
demand for ladies' lingerie, ladies' dresses, outer-wear but not rainwear, 
men's and ladies' casual and sporting wear, suede clothing, and exclusive 
ladies' and men's fashion wear. 


In the materials handling machinery area, major imports originate from 
within the EC. The U.S. market share, which stood at 5 percent in 1980, 
dropped to 4 percent in 1981, where it is expected to stay as long as the 
high dollar prices many U.S. products out of the market. However, an 
expansion of this important market is forecast; and imports from the United 
States should grow from an estimated $8 million to $11 million in 1985. 
Palletizing systems, electronically steered conveying systems, induction- 
led wagons, and forklifts head the list of best sales prospects. 


The aircraft, aviation components, and avionics sector has been an important 
market for U.S. exports. The United States has captured about one-half of 


this market and is expected to maintain its leading position, particularly 
in light of the Belgian government's recent follow-on purchases of F-16 





aircraft. Sale of aircraft in Belgium depends highly on the willingness of 
American manufacturers to grant co-production to Belgian industry. The 
Belgian military and civilian fleet consists mainly of American aircraft. 
However, it should be noted here that SABENA airlines which had signed an 
agreement to purchase a DC-10-30 and had taken out an option on another 
will probably not go ahead with either of these purchases, due to a 
withdrawal of support from the Export-Import Bank. Considering that the 
aviation components and avionics market is directly tied in with the sale 
of aircraft, the outlook for American exports of aviation components and 
avionics remains bright. 


The scientific instrumentation market supplies the R & D establishments in 
the country. Due to pressure on the public sector budget there will not be 
a big increase in R & D expenditures. A modest real growth of 2 to 3 per- 
cent annually can be expected in this sector. Some selected growth areas 
in R & D are biotechnologies, new energy and energy-saving soures, 
electronics, and telecommunications. Emphasis will be on advanced analyti- 
cal equipment. Laboratories use, and by 1985 can be expected to increase 
their use, of electron microscopy, electrophoresis, mass spectrometry, 
polimetry and spectropolarimetry. More computerization and automation of 
analytical tools is in demand. Industry sources state that the best 
prospects are for American sales of: 


gas and liquid chromotographs 

data processing equipment for chromatography 
spectrometers ° 

automatic nuclear magnetic resources systems 
microprocessor-controlled spectrophotometers 
counters 

microscopes 

automated analysers. 


Belgian demand for process control instrumentation (PCI) is still growing 
and the market is expected to expand for quite some time. All industries 
are being automated and modernized. The petrochemical and chemical 
industries, in particular, are constantly updating and expanding new 
process-control instrumentation. Another growth sector is robotics. 
Belgian industry is studying the use of robots as a means of combatting the 
country's high labor costs. In the primary metals industry, there is a 
gradual move away from the traditional physical methods of analysis toward 
the more sophisticated techniques provided by instruments. More, in the 
future, will incorporate data-processing capabilities. Industry sources 
believe that the import market for PCI will continue to grow in real terms 
at a yearly pace of 15 percent or more. The American share of these 
imports will continue to increase as it has done in the past at a rate of 
some 12 percent annually. The most saleable PCI products are high- 
technology electronics, computer and microprocessor-based systems, 
sophisticated data acquisition systems, instruments that measure flow, den- 
sity and thickness, on-line chemical composition analysers, current and 
signal converters, transmitters, alarms, and self-operation valves. 





Both the Belgian government and private industry have been working at 
improving and increasing domestic production of solar and renewable energy 
systems over the past few years. In 1978 HELIOBEL, an association of manu- 
facturers, importers and installers of solar energy equipment was founded. 
By 1981, there were approximately 35 Belgian companies that are able to 
offer equipment and "know-how" in this area. 


Under the third phase of its National Research and Development Program For 
Energy, the Belgian government has earmarked $7 million for photovoltaic 
energy, $7 million for solar power stations and $2.4 million for thermal 
solar energy, out of a total budget through 1986 of $59.5 million. 
Industry sources state that application possibilities in Belgium are 
limited to three: central heating, heating of swimming pools and hot water 
installations. So far, only thermal solar energy collector panels have 
proven to be really competitive with other heating methods. By the end of 
1981, only about 20,000 square meters of thermal collectors were installed 
in Belgium; solar energy installations should take a larger share of the 
heating market in Belgium. This market is in its initial stages of 
development and offers growth possibilities. 


The major share of the Belgian market for solar and renewable energy 
systems is intended for re-export. Belgian firms and the government are 
looking especially at the developing countries where they believe that the 
potential for solar energy is enormous due to availability of sunshine and 
the lack of indigenous supplies of non-renewable energy. The Belgian com- 
panies, both importers and manufacturers, have a good knowledge of these 
markets and could offer marketing and engineering know-how to American 
manufacturers. We anticipate that Belgium will be dependent on imports of 
technologically advanced solar systems for small applications with 
excellent prospects for U.S. exports in 1985 and beyond, since Belgian 
manufacturers are concentrating on solar power stations. Belgian imports 
of heat pumps from the United States amounted to $544,000 in 1981, compared 
to $61,000 in 1980. Best sales prospects for American producers are heat 
pumps, solar panels and photovoltaic cells. 


With Belgians becoming more security conscious, the security equipment sec- 
tor is steadily developing and is expected to increase in yolume annually 
by 15 percent. The market in Belgium is estimated to be around $50 
million; it includes $12 million for equipment (the remainder being tied up 
in services such as installation of equipment). Although the weak economy 
has dampened market expectations, this sector still offers good prospects, 
particularly for very sophisticated equipment to be used to protect private 
residences (ultra-sound devices, equipment connected to alarm centers), 
anti-theft devices for use in shops, and fire-protection control equipment. 


The most important agricultural imports from the United States to Belgium 
are grains (corn, wheat, grain sorghum and rice), soybeans and soybean 
meal, livestock products, citrus and canned fruits, fats and oils, tobacco 
and cotton. Total U.S. imports to Belgium for 1982 are estimated at $767 
million, a drop of about 10 percent over 1981 figures which is attributed 
to lower commodity prices. Although Belgium's agricultural trade is 





heavily oriented toward the EC, the country still remains a good market for 
U.S. agricultural products. Belgium imports substantial quantities of 
American agricultural products via other EC countries, mainly the 
Netherlands. The principal vegetable oil materials used in Belgium are 
soybeans, mostly imported from the United States; soybean oil, derived from 
the domestic crushing of imported beans; and soybean meal, either produced 
from the domestic crushing of beans or imported. Domestic crushing capa- 
city has expanded, but the Belgian market appears to have reached a pla- 
teau. Thus, products derived from additional domestic crushing will need 
to be exported. CY 1982 BLEU soybean imports are expected to increase by 8 
to 10 percent, with U.S. soybeans accounting for most of this increase. 


Belgium's commitment to free trade policies and dependency on imports will 
continue to attract a high volume of American exports despite the uncertain 
outlook for the Belgian economy. Specifically, products mentioned in this 
report, as well as many others can be expected to find growth markets in 
Belgium. 


Belgian trade fairs provide an excellent opportunity for exposure in the 
Belgian market as well as to other EC purchasers. 


A list of the trade fairs, as well as additional information on specific 
export opportunities is available from any of the following offices: 


- U.S. Department of Commerce, Belgian Desk Officer,Washington D.C. 20230 


- Your nearest Department of Commerce District Office 


- Commercial Section, American Embassy, 27 Boulevard du Régent, 1000 
Brussels, Belgium 
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